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ECON335 Special, Trimester 3 2013 
PARTA 
Answer ALL SIX (6) parts 


Question 1 (40 marks) 


Write short notes to explain whether you agree or disagree with the following statements. 


(a) 


(b) 


(c) 


(6 marks) 


For agricultural commodities the price flexibility of demand is a preferable measure to the own- 
price elasticity of demand. 


(6 marks) 


The prices of different grades of a commodity tend to be positively correlated. 


(6 marks) 


The creation of trading blocs unambiguously decreases the economic welfare of participating 
countries. 


Write short notes on the following: 


(d) 


(e) 


(f) 


(7 marks) 


Explain the fundamental differences between a futures market and a forward market. 


(7 marks) 


Explain the effect of changes in market prices and transfer costs on the boundary between two 
commodity markets. 


(8 marks) 


Describe the relationship between primary demand and derived demand. Explain why the farm- 
level price elasticity of demand is likely to differ from the retail-level price elasticity of 
demand? 


ECON335 Special, Trimester 3 2013 
PART B 


ANSWER ANY TWO (2) of the following FOUR (4) questions 


Question 2 (30 marks) 


What is the so-called ‘farm problem’ faced by farmers in Australia? Discuss its main causes. 


Question 3 (30 marks) 


Explain how a price stabilisation scheme can help to reduce the amplitude of price fluctuations. Why 
might such a scheme not necessarily lead to more stable returns to producers? 


Question 4 (30 marks) 
(a) Assume that beef and lamb are substitutes in consumption. With the aid of a diagram explain 
(ceteris paribus) how a decrease in the retail price of lamb might impact on the marketing 


margin for beef. 


(b) Discuss why price adjustments are not instantaneous. 
Question 5 (30 marks) 


Explain the incentive which exists for the formation of cartels in certain industries. Why are cartel 
arrangements ‘unstable’ in the sense that individual members have an incentive to break the rules? 
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